
Page 1983 TITLE 26—INTERNAL REVENUE CODE § 909 

government by such government (which otherwise 
would not be treated as taxes for purposes of section 901 
of such Code) with respect to production-sharing con-
tracts for the extraction of foreign oil or gas. 

‘‘(2) The amounts specified in paragraph (1) shall not 
exceed the lessor of— 

‘‘(A) the product of the foreign oil and gas extrac-
tion income (as defined in section 907(c) of such Code) 
with respect to all such production-sharing contracts 
multiplied by the sum of the normal tax rate and the 
surtax rate for the taxable year specified in section 11 
of such Code, or 

‘‘(B) the excess of the total amount of foreign oil 
and gas extraction income (as so defined) for the tax-
able year multiplied by the sum of the normal tax 
rate and the surtax rate for the taxable year specified 
in section 11 of such Code over the amount of any in-
come, war profits, and excess profits taxes paid or ac-
crued (or deemed to have been paid) without regard 
to paragraph (1) during the taxable year with respect 
to foreign oil and gas extraction income. 
‘‘(3) The production-sharing contracts taken into ac-

count for purposes of paragraph (1) shall be those con-
tracts which were entered into before April 8, 1976, for 
the sharing of foreign oil and gas production with a for-
eign government (or an entity owned by such govern-
ment) with respect to which amounts claimed as taxes 
paid or accrued to such foreign government for taxable 
years beginning before June 30, 1976, will not be dis-
allowed as taxes. A contract described in the preceding 
sentence shall be taken into account under paragraph 
(1) only with respect to amounts (A) paid or accrued to 
the foreign government before January 1, 1978, and (B) 
attributable to income earned before such date.’’ 

§ 908. Reduction of credit for participation in or 
cooperation with an international boycott 

(a) In general 

If a person, or a member of a controlled group 
(within the meaning of section 993(a)(3)) which 
includes such person, participates in or cooper-
ates with an international boycott during the 
taxable year (within the meaning of section 
999(b)), the amount of the credit allowable under 
section 901 to such person, or under section 902 
or 960 to United States shareholders of such per-
son, for foreign taxes paid during the taxable 
year shall be reduced by an amount equal to the 
product of— 

(1) the amount of the credit which, but for 
this section, would be allowed under section 
901 for the taxable year, multiplied by 

(2) the international boycott factor (deter-
mined under section 999). 

(b) Application with sections 275(a)(4) and 78 

Section 275(a)(4) and section 78 shall not apply 
to any amount of taxes denied credit under sub-
section (a). 

(Added Pub. L. 94–455, title X, § 1061(a), Oct. 4, 
1976, 90 Stat. 1649.) 

EFFECTIVE DATE 

Pub. L. 94–455, title X, § 1066(a), Oct. 4, 1976, 90 Stat. 
1654, provided that: 

‘‘(1) GENERAL RULE.—The amendments made by this 
part (other than by section 1065) [enacting this section 
and section 999 of this title and amending sections 952 
and 995 of this title] apply to participation in or co-
operation with an international boycott more than 30 
days after the date of enactment of this Act [Oct. 4, 
1976]. 

‘‘(2) EXISTING CONTRACTS.—In the case of operations 
which constitute participation in or cooperation with 
an international boycott and which are carried out in 

accordance with the terms of a binding contract en-
tered into before September 2, 1976, the amendments 
made by this part (other than by section 1065) apply to 
such participation or cooperation after December 31, 
1977.’’ 

§ 909. Suspension of taxes and credits until relat-
ed income taken into account 

(a) In general 

If there is a foreign tax credit splitting event 
with respect to a foreign income tax paid or ac-
crued by the taxpayer, such tax shall not be 
taken into account for purposes of this title be-
fore the taxable year in which the related in-
come is taken into account under this chapter 
by the taxpayer. 

(b) Special rules with respect to section 902 cor-
porations 

If there is a foreign tax credit splitting event 
with respect to a foreign income tax paid or ac-
crued by a section 902 corporation, such tax 
shall not be taken into account— 

(1) for purposes of section 902 or 960, or 
(2) for purposes of determining earnings and 

profits under section 964(a), 
before the taxable year in which the related in-
come is taken into account under this chapter 
by such section 902 corporation or a domestic 
corporation which meets the ownership require-
ments of subsection (a) or (b) of section 902 with 
respect to such section 902 corporation. 

(c) Special rules 

For purposes of this section— 

(1) Application to partnerships, etc. 

In the case of a partnership, subsections (a) and 
(b) shall be applied at the partner level. Except 
as otherwise provided by the Secretary, a rule 
similar to the rule of the preceding sentence 
shall apply in the case of any S corporation or 
trust. 

(2) Treatment of foreign taxes after suspension 

In the case of any foreign income tax not 
taken into account by reason of subsection (a) 
or (b), except as otherwise provided by the 
Secretary, such tax shall be so taken into ac-
count in the taxable year referred to in such 
subsection (other than for purposes of section 
986(a)) as a foreign income tax paid or accrued 
in such taxable year. 

(d) Definitions 

For purposes of this section— 

(1) Foreign tax credit splitting event 

There is a foreign tax credit splitting event 
with respect to a foreign income tax if the re-
lated income is (or will be) taken into account 
under this chapter by a covered person. 

(2) Foreign income tax 

The term ‘‘foreign income tax’’ means any 
income, war profits, or excess profits tax paid 
or accrued to any foreign country or to any 
possession of the United States. 

(3) Related income 

The term ‘‘related income’’ means, with re-
spect to any portion of any foreign income 
tax, the income (or, as appropriate, earnings 
and profits) to which such portion of foreign 
income tax relates. 
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